
UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON WEDNESDAY 12th JANUARY 2005
Attendees:

David Reed
BNP Paribas

Stéphane Augsburger
Capital Group

Barbara Ainsley
Fidelity

Ross McGill
Globetax (part time)

Norman Evans
HSBC (IFS) & Chair

Joanne Thompson
JPM Chase

Tim Taylor
SWIFT

Apologies: 

Liz Molloy
Bank of Ireland


Katriona Greenslade
BBH

Will Monteen
Citigroup


George Harris
Credit Suisse Asset Management & RDUG

John Clayton
CREST


Neil Atkinson
CREST


Peter Scott
CSFB


Janet Coughlan
CSFB


Anthony Lane
JPM Chase

Perrin Mistry
London Stock Exchange


Matthew Middleton 
London Stock Exchange


Tony Mint
Morgan Stanley Investment Management

Phil Parker
Northern Trust


Stephanie Hardaway
Northern Trust


Anna Hayes
SSGA Ltd
Agenda

1)
Previous minutes and actions

2)
Review of UK&IE Enhancements Requests for SR2006;

3)
The US document on Sells and Buys after Election;

4)
AOB

4.1)
PCAL to be used for both stock and cash partial redemptions, or should DECR be used for partial cash redemption?  UK&IE CA MPG view required;

4.2)
U.S. Stock Splits (BONU vs. SPLF);

4.3)
CAEV use to indicate mandatory expiration of warrants with cash if in the money otherwise free movement out of the security.
1 Previous Minutes and Actions 

1.1) Previous Minutes 
Accepted.
1.2) Actions
1.2.1)
Section 1.2.3 Global SMPG CA Agenda Item CA10 – D vs E
Action: (SWIFT), to amend UK&IE Principles document.  Ongoing
1.2.2)
Section 1.2.4 Global SMPG CA Agenda Item CA12 – Use of Narrative (Linkage?)
This section of the Principles document should be updated to include the above and also a point on the linking between MT564 and MT568 and vice versa – a cross reference to the global practice is sufficient.

Action: (SWIFT), in addition to amend UK&IE Principles document to include a cross- reference to the SWIFTStandards User Handbook for use of references in cancellation messages.  Ongoing

1.2.3)
Section 3 Review of UK&IE Enhancement Requests for SR2006

Actions covered in section 2 of these minutes.
1.2.4)
Section 6.1 The Use of OTHR and Proprietary Data Source Schemes
Action: SWIFT, to request SWIFTStandards and SMPG views.  

Complete – this is valid use of the ISO 15022 Standard.  However, the General Secretary of SMPG will contact the market infrastructure in question to determine their need to use a data source scheme and proprietary codes for corporate action event type (CAEV) rather than the codes defined in ISO 15022.
1.2.5)
Section 6.3 UK Currency Options/Stock Options Where Partial Elections are not Permitted

Action: HSBC, to raise at the (CREST/Euroclear) Stock Events Working Party (SEWP).

Complete – Raised at a recent meeting of the SEWP.  Identified as an issuer rather than a registrar issue.  UBS and Cazanove, as issuer members of the SEWP, will take back to issuer groups with a view to picking up events where partial elections are not planned to be permitted and allowing them.
2 Review of UK&IE Enhancements Requests for SR2006
See the individual ERs submitted on 14th January 2005, distributed with these minutes. 
2.1. Linkage to be mandated for all but NEWM in MT564?
Reviewed and agreed.  To be submitted.  See version 1_2.
2.2. Pay Date (from the MT564) be included in the MT566
Reviewed and agreed.  To be submitted.  See version 1_2.
2.3. Code required to indicate that the dividend is zero
Put forward by Market Data provider ISO 15022 User Group.  Not agreed.  MDP ISO 15022 UG to submit.

2.4. Extend narrative for MEET place – 2*35x insufficient for Asia Pacific events
Agreed at last meeting.  Put forward by Market Data provider ISO 15022 User Group.  MDP ISO 15022 UG to submit.

2.5. Separate Qualifiers for Annual and Actual Interest Rate 
Withdrawn as covered in SR2005 with rate qualifier INTP and amendment to definition of rate qualifier INTR.

2.6. Should DISF always be with the outturn security?
Considered an issue to be resolved at global SMPG level.  Supported in principle.

2.7. Third price paid/ offer received qualifier eg Dutch Auction? 
Reviewed and agreed.  To be submitted.  See version 1_2.

2.8. Restrictions on Underlying security
US CA MPG to submit.  Supported in principle.

2.9. Indicate uninstructed balance on Instruction
Reviewed and agreed.  To be submitted.  See version 1_2.

2.10. Qualifier for nominal value after decrease
Reviewed and agreed.  To be submitted.  See version 1_2.

2.11. Event type for reversible rights
Reviewed and agreed.  To be submitted.  See version 1_2.

2.12. Opposite of ADEX required for stock splits 
Raised at UK&IE CA Group, 27th October 2004, however, the need could not be agreed.  Deferred until more information available.
2.13. Stock Loan Protection
Although agreed at the previous meeting, it was decided to pursue a tactical solution for this requirement using an MT598 envelope for a structured message.  A formal change request may be made for a later release.
2.14. Generalise Scope of MT574 Messages
Reviewed and agreed.  To be submitted.  See version 1_2.

2.15. Amend Name and Definition of Event Type EXOF
MDP ISO 15022 UG request, reviewed and agreed.  To be submitted.  See version 1_2.

3 The US document on Sells and Buys after Election 
3.1. Amend Name and Definition of Event Type EXOF
See document <Final Response Management Proposal_102904_.doc>, feedback is required by 14th January.  Note the positioning statement from the SMPG, which follows.

QUOTE

Dear National convernors,
Following the Rome meeting that took place last week, attached is a paper from the US Corporate Action Market Practice Group.  

It deals with management of the security balance in those markets where sells and buys take priority over the elected balance for a corporate action, eg some Asia-Pacific, Latin America, Eastern Europe and the US.

The paper proposes how to:

· Process an under-election – the account owner has bought additional stock since making his original election.  The eligible balance is now greater than the elected balance;

· Process an over-election – the account owner has sold stock since making his original election.  The eligible balance is now less than the elected balance;

· Remind the account owner that as a consequence of over- or under-election action must be taken.

The proposal is to use the MT 567 Status message for this purpose.

The US group have identified that if the proposals are accepted they could be applicable to the reminder process that currently uses the MT 564 Notification.  The paper therefore makes a further proposal on how the reminder process could be adapted so that all processes are completed in a similar way.

Please could NMPGs review the proposal and give comments to Alex and or Bernard by 14th January 2005.

The paper was introduced at the recent SMPG meeting and NMPGs are asked to bear the following points in mind in their assessment of the proposal:

· Timing.  Having received a status indicating over- or under-election the account owner may need to take some action.  If the status is received near the deadline for the event, will the account owner have sufficient time to take any necessary action? 
· Timing.  If the MT 567 Status is to be used as a reminder then note that the MT 567 will not contain full details of the event.  The account owner may have to request full details of the event from the account servicer.  This has an implication on timing and messaging; 
· Is this acceptable use of the MT 567 Status? 
· Is there also a requirement for a statement detailing the status of elections made in the event to date?  The SMPG consider this is not necessary.

UNQUOTE

3.2. UK&IE Comment
The UK&IE CA MPG are happy with the concept of processing over and under elections in markets where it applies as long as the process is optional at SLA level.
Thus the UK&IE CA MPG support the first four maintenance requests for SR2006 9page 10 of the document), however, they do NOT support the fifth request to remove the MT564 RMDR function.
4 Any Other Business
4.1. PCAL To Be Used For Both Stock And Cash Partial Redemptions, Or Should DECR Be Used For Partial Cash Redemption?  UK&IE CA MPG View Required
UK&IE CA MPG view – event type PCAL should be used for partial redemptions regardless of whether there is a debit stock movement.

Thus, if the face value remains the same and the sock is reduced PCAL will be used with a stock debit and cash credit.

If the face value is reduced (the pool factor is amended) PCAL will be used with a cash credit.

Event type DECR (decrease in value) should not be used in the second case as DECR, this is a redemption event and not a capital restructuring.

4.2. U.S. Stock Splits (BONU vs. SPLF)
Considered an issue to be resolved during the continuing review of event types and option codes (eventually at global SMPG level).  The UK&IE view is that BONU (Bonus) is more appropriate as there is one movement of additional shares rather than a debit of existing and a credit of the whole new holding.

Action: HSBC, as chair of the UK&IE CA MPG to contact the US CA MPG with the UK&IE CA MPG view.
4.3. CAEV Use To Indicate Mandatory Expiration Of Warrants With Cash If In The Money Otherwise Free Movement Out Of The Security
UK&IE CA MPG view is that the instrument sounds like a covered warrant. in which case a new event type may be required for expiration.  In the meantime the warrant exercise event type (EXWA) should be used with the MANDatory indicator.
The view of the DE CA MPG should be obtained on the example quoted – DE000GS2KH27.

5 Date of Future Meetings
The UK&IE CA MP Group will meet again at 14:00 on Thursday 10th February 2005 to review on all the enhancement requests raised for SR2006.
The following UK&IE CA MP Group meeting will be at 14:00 on Wednesday 9th March.
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